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CONFIDENTIAL LIMA 4002 

EO 11652: GDS 

TAGS: BDIS, ENRG, EINV, PFOR, PE 
SUB J : GULF EXPROPRIATION 

REFS: LIMA 3950, 3973, 3974 

1. IN MY CONVERSATION WITH FOREIGN OFFICE ACTING SECRETARY 
GENERAL DE LA PUENTE YESTERDAY EVENING (MAY 14) HE GAVE 
ME 100 PERCENT ASSURANCES THAT THE GULF OIL EXPROPRIATION WAS 
IN NO WAY RELATED TO OUR TWO PROTESTS OF LAST WEEK. 

DE LA PUENTE SAID THAT WORK ON THE DECREE WHICH CONSUMMATED 
THE EXPROPRIATION WAS BEGUN AROUND MAY 2, SHORTLY AFTER 
THE GOP HEARD OF THE CHARGES OF GULF MISDEEDS IN THE 
HEMISPHERE. HE SAID THAT THE DECISION WAS MADE AT THE 
HIGHEST LEVELS OF THE GOP TO TAKE A STRONG STAND ON 
MORAL GROUNDS AGAINST THIS TYPE OF ACTIVITY BY TRANS- 
NATIONAL CORPORATIONS, AND THE EXPROPRIATION OF GULF 
OF PERU WAS THOUGHT TO BE THE BEST WAY TO DRAMATIZE 
THE PERUVIAN POSITION. DE LA PUENTE SAID THAT HIS 
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PROCESS LEADING UP TO THE EXPROPRIATION DECREE. 

2. I GAVE DE LA PUENTE A COPY OF THE EMBASSY'S POSITION 
REGARDING THIS EXPROPRIATION (PARAGRAPH 6 OF LIMA SHSEOURLN 
AND HE ASSURED ME THAT THERE WERE NO CHARGES AGAINST GULF 
OF PERU AND THAT ADEQUATE COMPENSATION WOULD BE ARRANGED 
PROVDTLY. I THEN POINTED OUT THE UNUSUAL NATURE OF THE 

VP'S MOVE WHICH DE LA PUENTA S A LAWYER COULD SURELY 
APPRECIATE. I REFERRED TO THE TOTAL ABSENCE OF ANY 
PRECEDENT FOR EXPROPRIATION OF A COMPANY WITH A CLEAN BILL 
OF HEALTH IN ONE COUNTRY ON THE BASIS OF ALLEGATIONS 
OR CHARGES AGAINST A PARENT COMPANY OR A BRANCH COMPANY 
IN ANOTHER COUNTRY. I SAID THE MOVE WAS ALL THE MORE 
SURPRISING IN VIEW OF THE APPARENTLY EXCELLENT WORKING 
RELATIONS BETWEEN GULF AND PETROPERU. IN THIS CONNECTION 
I REFERRED TO THE RECENTLY CONCLUDED (AND NOW CANCELLED) 
CONTRACT FOR GULF TO SUPPLY PETROPERU $17 MILLION IN 
PETROLEUM ON 180-DAY, INTEREST-FREE CREDIT TERMS AND TO 
PETROPERU'S RECENT ASSURANCES THAT THEY APPRECIATED GULF'S 
PRESENCE HERE AND WANTED GULF TO STAY ON, ALBEIT IN SOME- 
WHAT MODIFIED FORM (LIMA 3950 AND 3974). I SAID THE PERUVIAN 
MOVE WAS CERTAINLY UNPRECEDENTED AND IN MY VIEW NOT LIKELY 
TO SET A PRECEDENT ANYWHERE ELSE. I REFERRED TO THE 
SHOCK EFFECT THIS MOVE COULD HAVE ON ACTUAL OR POTENTIAL 
INVESTORS IN PERU AND TO THE IMPACT IT COULD HAVE ON THE 
COST OF LOAN MONEY TO THIS COUNTRY. 

3. DE LA PUENTE READILY PERCEIVED THE NEGATIVE ASPECTS 
AND INDICATED HE DID NOT PARTICULARLY SAVOR THE TASK 
OF PARTICIPATING IN DRAFTING THE EXPROPRIATION DECREE. 

HE ADDED HIS BELIEF THAT THE PERUVIAN MOVE MAY NOT BE 
APPRECIATED BY VENEZUELA, ECUADOR AND BOLIVIA, THE 
COUNTRIES THUS FAR NAMED IN CONNECTION WITH THE ALLEGED 
GULF MISDEEDS. I CONCURRED AND SAID THE PERUVIAN ACTION 
SEEMED TO UPSTAGE THOSE COUNTRIES AND COULD EVEN RE- 
STRICT THEIR OPTIONS IN DEALING WITH THE GULF OIL PROBLEM 
AND PRESENCE WHICH REPRESENT A MUCH LARGER STTAKE FOR 
THEM ZKAN IT DID FOR PERU. 

DEAN 
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